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KEY ECONOMIC INDICATORS: SIERRA LEONE 


All values in million U.S. $ Exchange rate as of report date: 
unless otherwise stated Le 1.00 = $.87 
1975 1976 
ITEM PRODUCTION VALUE PRODUCTION VALUE 
PRODUCTION: MAJOR EXPORT 
COMMODITIES 
Diamonds (1,000 carats) 1,686 60.9 1,053 61.3 
Iron ore (1,000 long tons) 1,429 i239 -0- -0- 
Bauxite (1,000 long tons) 610 345 546 ao 
Palm kernels (1,000 long tons) 28,555 4.1 25,871 2.9 
Coffee (1,000 long tons) Typeoe 6.4 4,614 A 
Cocoa (1,000 long tons) 6,240 7.9 4,706 5.7 
Piassava (1,009 long tons) 2,563 ot 1,870 9 
AGGREGATE DOMESTIC INDICATORS 
GNP at market prices ($ million) 480 520 (est) 
Population (1,000) 2,800 2,900 
Per Capita GNP 154 178 (est) 
Current Government Revenue 220 1369 
Outstanding External Public 
Debt at year end N/A 157.7 
Consumer Price Index (1961=100 208 244 
FOREIGN TRADE AND PAYMENTS 
Total Exports (f.0.b.) 105.0 104.5 
Total Imports 235.0 124.0 
Overall Deficit in Balance 
of Payments 18.9 13.6 
Net Foreign Assets, year end 243 7.6 
IMPORTS BY SOURCE 
United Kingdom 23% 24% 
EEC (excluding U.K.) 45 % 45% 
United States 9.5% 9% 
Japan 8.7% 8% 
EXPORTS BY DESTINATION 
United Kingdom 58 & 613% 
EEC (excluding U.K.) 16. 2 16% 
United States So --% 10% 
Japan 4 % 8% 
MAJOR IMPORTS FROM U.S. 
Wheat Sad 4.1 
Meal (cereal and flour) 0 e 
Tobacco — is 
Old Clothing 2 a 
MAJOR EXPORTS TO THE U.S. 
Coffee 3.6 4.8 
Diamonds 2.3 1.3 
Ginger om o2 
Cocoa N/A 4 


SOURCES: Bank of Sierra Leone; Central Statistics Office; Department of 
Customs and Excise 





SUMMARY 3 


In mid-year the Government of Sierra Leone and the 
International Monetary Fund reached agreement for credit and 
stand-by assistance. This assistance combined with an expect- 
ed reduction in government expenditures and external debt 
repayments should provide an opportunity for implementation 
of policies designed to stablize the economy and adjust revenue 
short-falls. After a tense election campaign in early 1977, 
the political scene has returned to normal. With the election 
over and a solid majority in Parliament, government may now 
concentrate on the problems of economic development. The 
government will reduce foreign exchange drawdowns and debt 
arrears by rescheduling short and long term credit with the 
Paris Club. An increase in the market price for coffee and 
cocoa has provided needed foreign exchange and to some degree 
reduced the immediate effects of curtailed iron ore and reduced 
diamond production. The government seeks to broaden the 
economic base by emphasizing agriculture thereby offering an 
alternative to its dwindling mineral deposits. 


United States trade and investment is relatively small, 
but has growth potential. New U.S. investment in the mining 
sector will result in renewed purchases of rutile, a source 
of titanium, and possible other minerals. Major imports from 
Sierra Leone are diamonds and coffee. 


Sierra Leone is a market for U.S. products such as food- 
stuffs (including cereals), mining equipment and airconditioners. 
Investment opportunities in food processing and electric gener- 
ating equipment may be developed. Sierra Leone seeks foreign 
capital and technology, especially in the areas of agriculture, 
hydroelectricity, agro-industry, mining, tourism, fishing: and 
forestry. Sierra Leone is a beneficiary country under the U.S. 
Generalized System of Preferences (GSP), has signed the Lome 
Convention giving the country special rights of access to the 
European Common Market, and is a member of the Economic 
Community of West African States (ECOWAS) and the West African 
Clearing House. In addition, Sierra Leone has joined with 
Liberia to form the Mano River Union. Under the terms of the 
union the two countries cooperate in many areas including 
education, transportation and communication, agriculture and 
trade. A key area of cooperation has been the creation of a 
customs union and the harmonization of tariffs, scheduled to 
become effective in October 1977. 








CURRENT ECONOMIC SITUATION AND TRENDS 


IMF Standby: Agreement was reached between the International 
Monetary Fund CIME) and Sierra Leone in June 1977 to implement 
a standby agreement and loan. The standby is for a period of 
one year and allows Sierra Leone to draw up to SDR 9.2 million 
($10.2 million) for foreign exchange support. Under the terms 
of the agreement, the Government of Sierra Leone will exercise 
fiscal restraint by curtailing short-term credit, reducing 
government expenditures and limiting imports. The IMF standby 
agreement will facilitate negotiations between the government 
and the Paris Club for multilateral credit, a portion of which 
is presently in arrears. 


Balance of Payments: Sierra Leone has been classified by 
the IMF as one of a group of 42 non-oil developing countries 
considered "most seriously affected" by balance of payments 
difficulties since the 1973-74 increase in world food, ferti- 
lizer and oil prices. A trade deficit of over $56 million was 
recorded in 1976 and foreign exchange reserves touched a record 
low. Reserves improved somewhat in early 1977 because of high 
coffee and cocoa prices, however shortage of foreign exchange 
will continue to restrict imports for the foreseeable future. 


Deficit: The projected government budget deficit for the 
fiscal year beginning July 1, 1977 is $10.5 million. This is 
a substantial reduction from the previous year's deficit of 
$46 million. Revenue has been increased by new taxes imposed 
in early 1977 and the IMF agreement includes restrictions on 
government short term borrowing. Increased world prices have 
enhanced revenue obtained from export duties on coffee and 
cocoa, thereby reducing projected trade deficit for this year. 


Mining Sector Declines: Mineral exports have traditionally 
accounted For nearly 70 percent of all exports from Sierra 
Leone, diamonds accounting for the majority of mineral revenues. 
The mining sector has entered a period of decline, iron ore 
mining ceased in late 1975 and the National Diamond Mining 
Company (DIMINCO) has recently closed two of its processing 
plants and laid off several hundred workers. Diamond production 
is falling as reserves are being depleted. Continued illicit 
diamond mining and smuggling also weaken the industry. 


Bauxite is produced from one mine in the Southern Province 
operated by a subsidiary of the Swiss firm Alusuisse. Sub- 
stantial bauxite reserves, estimated at 100 million tons, have 
been located in the Northern Province and negotiations to allow 


mining are currently under way. The construction of a hydro- 
electric plant at Bumbuna, in the Northern Province, may 
eventually lead to the creation of an aluminium processing 
industry in Sierra Leone. 


Two American firms, Bethlehem Steel and Nord Resources, 
are jointly developing rutile deposits in the Southern Province. 
The project represents the largest American investment in 
Sierra Leone thus far and will make a significant contribution 
to the economic development of the country. Production is 
scheduled to begin in 1978. A West German group, Bayer- 
Preussag also has shown interest in developing rutile deposits. 
Deposits of chromite, tin and gold are also found in Sierra 
Leone. 


A key factor in the development of the mining sector will 
be the manner in which the government implements its mining 
policy. Current policy is for the government to acquire 51 
percent ownership of all mining ventures. Up until now, the 
government has acquired 51 percent of DIMINCO and ultimately 
wishes majority participation in a proposed bauxite venture. 
The government appears to be implementing this policy in a 
pragmatic manner with the intention of providing the necessary 
incentives to induce investors to undertake the risk of new 
mining ventures. 


Agriculture: Sierra Leone primarily is an agricultural 
country with about 70 percent of the population engaged in 


subsistence agriculture. The country is not quite self- 
sufficient in rice -- the staple food. Stated government 
policy is to achieve self-sufficiency in food production and 
as part of this policy government subsidizes fertilizers, 
mechanical cultivation, and encourages farmers to shift from 
upland to wetland rice cultivation. The Rice Corporation, a 
government organization, establishes a floor price for rice. 
Self-sufficiency in rice could be attained within two to three 
years, if farmers' prices were sufficiently attractive. 


High world prices for Sierra Leone's export cash crops 
of cocoa and coffee have aided considerably in increasing 
foreign exchange earnings and government revenues. Expansion 
of agriculture is hampered by high export duties and a compli- 
cated land tenure system. The export of ginger, piassava, 
kola nuts and timber continues on a relatively small scale. 














With the decline in the mining sector, the agriculture 
sector is receiving increased attention. The government has 
recognized the need to develop the agricultural potential of 
the country to compensate for the decline of mining. Interest 
has been expressed in the development of large scale rubber 
and copra plantations, a fertilizer plant and increased timber 
production. Work has started on sugar cane project in the 
Northern Province, and several new palm oil mills recently 
have begun operation. The World Bank/IDA has integrated 
agricultural development projects in the Eastern and Northern 
Provinces that provide farmers with credit, training and 
extension services. USAID assistance projects are targeted 

on agriculture and rural development, while U.S. Peace Corps 
is increasing its programs in agriculture, especially the very 
successful wetland rice projects. 


Calm Restored to the Political Scene: President Siaka 
Stevens’ AIT Peoples Congress (APC) was returned to power with 
a large majority in Parliament after a hard fought election 
campaign in early 1977. New Cabinet appointments in May brought 
several young and talented individuals into positions of power. 
As of mid-1977 two parties are represented in Parliament, how- 
ever discussions are being held on the desirability of adopting 
a one party form of government. The government takes a prag- 
matic approach in dealing with the economic problems of the 
country and accepts assistance from all donors. 


The economic situation of the country is perhaps the great- 
est political problem facing the government. Government programs 
must take into consideration restrictions imposed by the IMF 
and every effort must be made to promote a more diversified 
economy. 


Improvements in Infrastructure Provide a Basis for Further 
Development: The internal highway system is being improved by 
the completion of a new four lane section in Freetown and the 
upgrading of a section near Freetown. The country's all weather 
highway system now links the capital, Freetown, with all 
provincial capitals and with the diamond mining areas. Extension 
of the highway further into the Northern Province is planned and 
the highway link between Freetown and Monrovia, Liberia, is 
expected to be improved in the near future, possibly as a Mano 
River Union project. A feeder roads project by CARE and USAID 
with Peace Corps assistance is providing improved accessibility 
to markets for farmers. Internal communications also benefit 
from the comprehensive internal route system at Sierra Leone 
Airways. In the area of external communications, the government 
has shown interest in telecommunications equipment, including 

an earth satellite ground station. 


Improvement of the country's electric power supply is a 
high priority item for the government. The World Bank has 
recently approved a loan for improvements in the Freetown 
electricity system and work is moving ahead on the hydro- 
electric installation near Bumbuna. A small hydroelectric 
project has also been started near Kenema in the Eastern 
Province. 


IMPLICATIONS FOR THE UNITED STATES 


Economic Relations with the U.S. Should Grow: The 
resumption of rutile mining by an American owned firm will 
increase the importance of economic ties with the U.S. Sales 
of U.S. wheat and tobacco will probably remain at current levels 
or increase slightly. Continued high prices for coffee and 
cocoa should increase the value of Sierra Leone's exports to 
the U.S., but U.S. imports of diamonds probably will decrease 
in the coming year if production continues to decline. 


Sales Opportunities for U.S. Firms: Sales opportunities 
exist for u-8 firms specializing in the provision of technical 
skills and equipment for placement of infrastructure projects 
in the areas of hydroelectricity, transportation and communi- 
cations. Due to expenditure controls and reduced availability 
of foreign exchange, sales possibilities for American consumer 
goods are restricted. 


Potential for U.S. Investment: Sierra Leone has the world's 
largest deposits of rutile. Bethlehem Steel and Nord Resources 
have made major financial investments in a rutile mining project, 
and will continue to expand its operations after 1978. This 
project could double the current level of U.S. direct foreign 
investment. Opportunities exist for U.S. firms in plantation 
agriculture, food processing and fishing. An important measure 
in the revitalization of the national economy must be the 
attraction of outside capital and technology -- the Five Year 
National Development Plan recognizes this need and encourages 
foreign investment. 


As a beneficiary developing country under the U.S. Trade 
Act of 1974, Sierra Leone enjoys duty free access to the U.S. 
market on many products. Similarly, as a party to the Lome 
Convention, Sierra Leone's exports qualify for special access 
to the European Common Market. Freer access to these markets 





provides an incentive for investors interested in the export 
market. At the same time progress of the Mano River Union, 
especially in the areas of custom harmonization, joint planning 
and improved transportation enhance the outlook for investment 
and trade designed to serve the regional market. Investors, 
however, will have to assess each proposed project carefully in 
light of Sierra Leone's present financial and balance-of- 
payment difficulties. 
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